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Step up efforts to
manage public debt
IF there is one challenge that
the economy faces it is man
aging debt The debt is
around RM430 billion or 55
per cent of gross domestic
product GDP It was roughly 40
per cent of GDP in 2008
Macroeconomic data suggests
that our economy is not decoupling
from the world econ




This will have an
impact on public
debt
So where do we go
from here Firstly
GDP growth must be
sustainable that is an
increase in aggregate output must
not cause the debt level to ex
pand
To achieve this the government
should increase private invest
ments and external trade
Focusing too much on govern
ment spending and investments on
generating GDP growth will in
crease debt
At the World Chinese Economic
Forum recently Prime Minister
Datuk Seri Najib Razak mentioned
how Malaysia could play an im
portant role in venturing into an
alternative growth area namely
the China Asean India Middle
East corridor
This can be seen as a
new source of sustain
able GDP growth if it
is harnessed via exter
nal trade and invest
ment
Secondly the
growth in GDP must
be in tandem with the
growth in revenue
The revenue to
GDP ratio has been dropping over
the past 10 years This means that
GDP growth has outpaced rev
enue
It is crucial for the government to
be prudent with its budget es
pecially with the operating expen
diture and find new sources of
revenue such as introducing a new
tax system to level out the growth
of GDP and revenue
Thirdly the deficit level must be
contained Since independence
we have had a budget deficit for 47
years This trend needs to be re
versed
Finally efforts to curb corruption
needs to be intensified Corruption
not only incurs additional cost to
economic activities but it also sti
fles efforts to increase growth
Corrupt practices erode the func
tioning of the institutions To over
come this we need to advocate
good governance transparency
and accountability
Empirical studies in economic
development shows that good in
stitutions will lead to higher
growth and income
The public debt needs to be man
aged Imposing austerity measures
in the future isn t an option
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